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of the delicate compromise between consuming and producing regions,
the Administration opposes any amendments to the Act, until the
law is given a chance to work.

2'    Natural Gas Markets

In the long run, natural gas should be displaced with coal  in elec-
tric utility and Industrial boilers.    The Fuel Use Act (FUA) should
be implemented to reflect the premium for reducing natural  gas use
in coal capable uses corrected for the environmental degradation
resulting from coal use.

In the short run, FERC's Order 30 and ERA'S certification of
eligible users program eases regulatory restrictions by allowing
gas to displace imported oil in the electric utility and industrial
sectors where use of coal currently is not feasible.    This program
is designed to reduce stresses in oil markets (like the one created
by the Iranian situation) by using the gas "bubble" from the intra-
state market to reduce oil imports.

DOE encourages states to hookup new residential customers where they
place a high economic value on natural gas, and where such hookups
are consistent with efficient gas distribution policies.    Finally,
although the Administration opposes any amendments to the Natural
Gas Policy Act at this time, FERC is going forward with implementa-
tion of the act's incremental pricing provisions.

3.    Conservation

The Administration supports natural gas conservation through several
legislative initiatives currently under consideration by Congress.
These proposals rely primarily on loans and direct subsidies to
promote conservation rather than on pricing reform.

4.  Supplementals and Imports

In general, DOE compares the cost of supplemental supplies and
imported gas to the expected price of imported oil over the life of
the project. DOE has encouraged FERC to allow natural gas from
tight sands to receive an oil-equivalent price, supported special
tariffs for the Great Plains High-Btu Coal Gas project, and approved
Imports of natural gas which cost less than imported oil and were
consistent with our national security. DOE supports the Alaskan
gas transportation system because it will cost less than imported
oil over the life of the project, and believes that the nation
will benefit from the project, even if private financing is not
obtainable. DOE has no reason to believe at this time that
private financing will not be forthcoming.       ,; ;
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